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COUNCIL 


2011-03-31 


BUDGET 2011/12 AND IDP FOR 2011/12 
6.1.1 2011/12 (Manager Financial Services) 

In terms of section 16(2) of MFMA, Act 56 of 2003, draft annual budget must be tabled 
90 days before the start of the financial 2011/12. The Mayor should table the budget and 
the Ist IDP of the third cycle simultaneously. In accordance with Chapter 4 of the 
Municipal Systems Act the budget and IDP must be made public after tabling. 

Attached find the following: 

• Draft Budget for 2011/12 

• Budgeted Financial Performance (revenue and expenditure by Standard 
classification 

• Budgeted Financial Performance (revenue and expenditure by municipal vote); 

• Budgeted Financial Performance (revenue by source and expenditure by type) 

• Reviewed IDP 2011/12 

• MIG project list 

• Capital Budget 

• Tariff Schedule 

• Tariff Policy 

• Credit Control and Debt Collection Policy 

• Municipal Property Policy 

• Indigent Policy 

• Bulk Contribution Policy 

• Virement Policy 

• Budget Policy 

Council must take note that the Ward section of IDP document bas not been updated 
due to technicalities v\/ith the new ward demarcations. Council to advise how the existing 
projects should dealt with given the new ward demarcations. 


RESOLUTIONS 

1. That council approves 2011/12 MTRF budget in terms of section 24 of the MFMA 
and section 160 of the constitution of South Africa. 

2. That Council approves budget for 2011/12 as set out in Schedule A and the Ist IDP 
of the third cycle IDP with amendments to be made on the IDP 

3. That cash backing is implemented through the utilisation of a portion of the revenue 
generated from property rates to ensure that all capita! reserves and provisions, 
unspent long-term loans and unspent conditional grants are cash backed as required 
in terms of the municipality"s funding and reserves policy as prescribed by section 8 
of the Municipal Budget and Reporting Regulations. 


page 3 


4. That the municipality be permitted to enter into long-term loans for the funding of the 
Capital programmes in respect of the 2011/12 financial year limited to an amount of 

5. That the Municipal Manager be authorised to sign all necessary agreements and 
documents to give effect to the above lending programma. 

6. That the Capital budget and MIG project list be approved 

7. That the tariff Schedule for property rates; water, electricity, bulk contribution and 
other municipal services be approved to be effected from 01 July 2011 

8. That the following policies: Credit Control and Debt Collection; Tariff; Budget; Bulk 
Contribution; Virement; Municipal Property Rates Act and Indigent be approved for 
2011/12 and be implemented as from 01 July 2011 

9. That Council approves budgeted new posts 

10. That the 2011/12 draft budget and Ist IDP of the third cycle be submitted to both 
National and Provincial Treasury 
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Executive Summary 


The application of sound financial management principles for the compilation of the 
Municipality’s budget process is essential and critical to ensure that the Municipality 
remains financially viable and that municipal services are provided sustainably, 
economically and equitably to all communities. 

Collection rate is not satisfactory: Currently the municipality collects only in Kuruman 
town and Wrenchville, there is a challenge to collect at Mothibistad as ESKOM and 
Sedibeng are the suppliers of services. However, the Municipality has appointed 
Attorneys to enforce collection at Mothibistad. The other challenge is to collect from ward 
4-9, as those areas are rural and there is no billing system in place and also the areas 
are under the Chieftancy. 

The Municipality has embarked on implementing a range of revenue collection strategies 
to optimize the collection of debt owed by consumers. 

For indigenous households, the threshold to qualify for equitable share is an income of 
less than R3 240 and two state pensioners in a household do qualify. 

The main challenges experienced during the compilation of the 2011/12 MTREF 
can be summarised as follows: 

The ongoing difficulties in the national and local economy; 

• Aging and poorly maintained water, roads and electricity infrastructure; 

• The need to reprioritise projects and expenditure within the existing resource envelope 
given the cash flow realities and declining cash position of the municipality due to non 
payment from consumers; 

• The increased cost of bulk electricity due to tariff increases from Eskom, which is 
placing upward pressure on service tariffs to residents. Continuous high tariff increases 
are not sustainable - as there will be point where services will no-longer be affordable; 

• Affordability of capita! projects - 

• The Municipality’s ability to afford capital/borrowing to fund the aging infrastructure. 

Operating Revenue framework 
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For Ga-Segonyana to continue improving the quality of services provided to its citizens it 
needs to generate the required revenue. In these tough economie times strong revenue 
management is fundamental to the financial sustainability of every municipality. The 
reality is that we are faced with development backlogs and poverty. The expenditure 
required to address these challenges will inevitably always exceed available funding; 
hence difficult choices have to be made in relation to tariff increases and balancing 
expenditures against realistically anticipated revenues. 

The municipality’s revenue enhancement strategy is built around the following key 
components: 

Revenue generated from rates and service charges forms significant percentage of the 
Municipality’ budget. 

Increase ability to extend new services and recover costs; 

• The municipality’s Indigent Policy and rendering of free basic services; and 

• Reviewed the Credit Contrei and Debt Collection. 

Operating grants amounts to R113 462 476 for the 2011/12 financial year. 

Tariff-setting is very essential and forms strategie part of the compilation of the 
Municipality’s budget. When rates, tariffs and other charges were revised, local 
economie conditions, input costs and the affordability of services were taken into 
account to ensure the financial sustainability of the Municipality Within this framework 
the Municipality has undertaken the tariff setting process as follows:. 


Property Rates 

Property rates cover the cost of the provision of general services. Determining the 
effective property rate tariff is therefore an integral part of the Municipality’s budgeting 
process. Assessments will be determined according the new valuation roll as per MPRA 
2004. Market related valuations with only one tariff per category will be used to 
determine yearly rates payable. The categories will be as follows: Households; 
Business; Agriculture and State Own Property 

The following stipulations are highiighted in the Property Rates Policy: 

All residential proporties with a market value of less than the amount as annually 
determined by the municipality are exempted from paying rates. For the 2011/12 
financial year the maximum reduction is determined as R25 000. The impermissible 
rates of R15 000 contemplated in terms of section 17(1) (h) of the Property Rates Act is 
included in the amount referred to above as annually determined by the municipality. 

The remaining RIO 000 is an important part of the couneii’s indigent policy and is aimed 
primarily at alleviating poverty. 

Indigent owners and child headed families will receive a 100% rebate from payment of 
property tax subject to application. 

The municipality’s Property Rates Policy is compiled in terms of the Municipal Property 
Rates Act, 2004 (Act 6 of 2004) (MPRA); 
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Proposed Water tariff 

In terms of Circular No. 55: Municipalities are reminded to review the level and structure 
of their tariffs carefully, with a view to ensuring: 

- Water tariffs are fully cost-reflective - including the oost of maintenance and renewal of 
purification plants and water networks and 

- Water tariffs are structured to protect basic levels of service; and 

- Water tariffs are designed to encourage efficiënt and sustainable consumption (e.g. through 
increasing block tariffs) 

- If a municipality's water tariffs are not fully reflective, the municipality should develop a 
pricing strategy to phase-in the necessary tariff increases in manner that spreads the impact 
on consumers over a period of time. However, all municipalities should aim to have 
appropriately structured, cost-reflective water tariffs in place by 2014. 

Currently it cost Municipality R8 to distribute water to consumer and the tariff for 2010/11 was 
R3.50 therefore the Municipality will take an approach of spreading the difference over the 
period of three years. A proposed tariff for water for 2011/12 financial year will be R5.18 
Indigents households will receive free 6 (kl) of water per month. 

Electricity tariff 

Electricity tariff increases will be 8% for poor/lifeline users and other electricity tariff will 
20.83% as approved by the National Electricity Regulator of South Africa (NERSA)with effect 
from 01 July 2011; 

Determining the tariff escalation rate by establishing/calculating the revenue requirement of 
each service; 

Operating Expenditure framework 

The Municipality’s expenditure framework for 2011/12 is informed by the following: 
Infrastructure master plan 
Capital projects 

Operational gains will be directed to funding the capita! budget and core services 

'4 For salaries, wages and allowances for officials, provision was made for an increase of 7% 
subject to the decision of the Bargaining Council. The same applies to medical aid, 
pension, Insurance and other salary related contributions. 

Provision is made for the following new posts: 

'4 2 X Procurement Assistants (post level 7) 

'4 1 X Debt Specialist (post level 5) 

1 X IT Specialist (post level 4) 

'4 1 X Building Technician (post level 4) 

'4 1 X Technician (post level 4) 

1 X Fleet Officer (post level 7) 

'4 1 X Safety Officer (post level 6) 

1 X Youth Coördinator (post level 7) 

1 X LED Clerk (post level 8) 

'4 1 X HR Admin (post level 8) 

1 \T Support (post level 8) 
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2 X Admin Clerk (post level 8) 

1 X Admin Clerk (post level 10) 

1 X Admin Officer ((post level 6) 

1 X Registry Clerk (post level 10) 

7 X T raffic Officers (post level 8) 

1 X PA for Mayor (post level 7) 

1 X PA for the Speaker (post level 7) 
1 X Driver for the Mayor (post level 7) 


For Section 57 an increase of 7 % has been made linked to a cost-of-living based on the 
market indicators which is not performance based. Reference: Government Gazette No. 
29089 of 1 August 2006 Chapter 2 Section 7, Subsection4. 

Remuneration packages for Councillors are according to the Government gazette no 
33867, volume 546 as issued by the Minister of Local Government dated 10 December 
2010 . 

Bulk purchases are directly informed by the purchase of electricity from Eskom. 

The Municipality has budgeted R1 500 000 for Legal costs due to pending cases and possible 
litigation against the Municipality. Finance charges is primarily for the repayment of interest 
on long-term borrowing (cost of Capital). Other expenditure comprises of various line items 
relating to the daily operations of the municipality 

Provision for depreciation and asset impairment has been informed by the Municipality’s Asset 
Management Policy. Note that the implementation of GRAP 17 accounting Standard has 
meant bringing a range of assets previously not included in the assets register onto the 
register. This has resulted in a significant increase in depreciation relative to previous years. 

Aligned to the priority being given to preserving and maintaining the Municipality’s current 
infrastructure, the 2011/12 budget and MTREF provide for extensive growth in the area of 
asset maintenance, as informed by the Municipality’s infrastructure master plan. 

Capital Expenditure 

Table provides a detailed breakdown of capita! projects for 2011/12 MREF. 

Annual Budget Tables 

These tables present the main budget tables as required in terms of section 18 of the 
Municipal Budget and Reporting Regulations. These tables set out the Municipality 2011/12 
budget and MTRF. 


Supporting Documentation 
Budget Process OverView 

The Budget process is governed by legislation, in particular: 

• Municipal Systems Act 

• Municipal Finance Management Act 
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The IDP process was completed in February 2011. In February the Departments were 
requested to prepare their draft budgets in line with the IDP. During March 2011, 
Management undertook an extensive process of interrogating the Budget proposals by 
different Departments as well as ensuring that the Consolidated budget is aligned to the 
key priorities as encapsulated in the IDP. 

Councilors were work-shopped on the 28'^ March 2011 on these two Strategie Plans. 
This has ensured maximum participation of our Honourable Councillors in compilation of 
these Plans so that upon completion, Councillors would be well informed what the two 
Plans entails, this will also make it easy for our Politicians to exercise their political 
oversight role since they would have been part of the whole process from the initial 
stages. Both the draft budget and IDP as so required by the MFMA will be presented to 
the Mayor who in turn tabled them before Council, as Drafts on the 31^* March 2011. 

Within seven days after the approval of the Draft budget and IDP, in terms of the MFMA, 
these two Strategie Plans should be advertised for 21 days for community inspection as 
a way of community participation. The final budget will be tabled mid May 2011. 


Community Participation Process 

Also as part of encouraging and ensuring public participation, as so required by relevant 
legislation, road shows would be held from the 01®‘ t o 08‘^ May 2011 in the thirteen 
wards to inter-alia: 

• Get community inputs; 

• Ensure a better understanding of community needs; 

• Improve accountability and responsiveness to the needs of our local community at 
large; 

• To create a platform where Government is accountable to its Constituency, thereby 
entrenching the Batho- Pele Principles; and 

• Make the IDP and Budget accessible to the residents of Ga-Ssegonyana; 

Alignment of Budget with IDP 

IDP is aligned to the five KPA’s for Local Government which is also expressed in 
the Vision and Mission statement of the municipality. 

Budget related policies 

The Municipality’s budgeting process is guided and governed by relevant 
legislation, frameworks, strategies and related policies. 

The budget related policies such as Indigent (Appendix A), Tariff Policy and Tariff 
Schedule(Appendix B), Credit control and Debt Collection (Appendix C) policies 
have been reviewed and amended accordingly. The threshold for the indigent 
will remain at R3 240. 

Property Rates policy (Appendix D) 

National Treasury"s MFMA Circular No. 51 deals, inter alia with the 
implementation of the Municipal Property Rates Act, with the regulations issued 
by the Department of Co-operative Governance. These regulations came into 
effect on 1 July 2009 and prescribe the rate ratio for the non-residential 
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categories, public service infrastructure and agricultural properties relative to 
residential properties to be 0,25:1. The implementation of these regulations was 
done in the previous budget process and the Property Rates Policy of the 
Municipality has been amended accordingly. 


The following policies have been developed: 

Budget and Virement Policy (Appendix E) 

The Budget and Virement Policy aims to empower senior managers with an 
efficiënt financial and budgetary amendment and control system to ensure 
optimum service delivery within the legislative framework of the MFMA and the 
town’s System of delegations. 

Bulk Contribution Policy (Appendix F) 

This policy provides a framework for the determination of bulk service 
contributions on an equitable basis thereby allowing tariffs to be set at a more 
affordable level and shortening the period of recovery of the capita! cost of bulk 
infrastructure, thus reducing long-term debt, improving the municipality's balance 
sheet and its credit rating and further enabling the municipality to develop a 
Capital reserve for new and replacement bulk infrastructure. 


Budget Assumptions 

• External factors 

Due to the Country’s economie recession there was reduced payment from 
customers. This resulted in declining cash flows of the Municipality as well 
increase in outstanding debt. 

• The interim valuation roll must be implemented according to the MPRA 2004. 
However, the first R25 000 on Residential property per household will be 
exempted and the indigent qualifies for exemption subject to application. 

• Price movements of bulk purchase - electricity tariff is increased by 20.83% 
as approved by NERSA. 

• R12, 7 million loan for capita! projects from DBSA has been secured. This 
will enable the Municipality to deliver on its programmes. 

• Plans and budgets of different spheres of governments have been taken into 
consideration when a draft budget was compiled. 

• Collection rate: Currently the municipality collects only in Kuruman town and 
Wrenchville, there is a challenge to collect at Mothibistad as ESKOM and 
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Sedibeng are the suppliers of services. However, the Municipality has 
appointed Credit Works to enforce collection at Mothihstad. The other 
challenge is to collect from ward 4-13, as those areas are rural and there is 
no hilling system in place and also the areas are under the Chieftancy. 

Funding the budget 

This gives an indication of the Municipality’s overall hudget as well as sources of 

funding. 

SUMMARY: INCOME AND EXPENDITURE 


The following summary of the operational hudget shows the income and 
expenditure under the different s uhheadings: 



Budget 2011/12 

R 

% of total 

Expenditure 

Income 

177,094,601.00 



Expenditure 

Salaries & Allowances 

54,772,856.00 

31 

General expenses 

92,795,756.00 

52 

Repairs and maintenance 

23,129,845.00 

13 

Capital costs 

3,741,899.00 

0.02 

Contributions to funds 

1,455,145.00 

0.01 

New connections 

99,100.00 


Contributions to Capital 



Subtotal 



Less: Recharged 



Total Expenditure 

177,094,601.00 





Surplus/(Deficit) 

- 



ADDITIONAL CONTRIBUTIONS TO FUNDS 

The following provisions are made: 

'4 Accumulated Leave Reserve R1 089 665 

'4 Irrecoverahie Deht Reserve R 365 470 

GRANTS 

The following grants are reflected in the budget as gazetted in the Division of Revenue 
Act: 

Operational Budget 


National Government: 
• Equitable share 


R 58 199 460 


page 11 


• DWAF 

R 

1 481 000 

• MSIG 

R 

790 000 

• FMG 

R 

1 450 000 

• EPWP 

R 

1 449 000 

Northern Cape Province: 

• Library Development 

R 

646 000 

DBSA Grap: 

• Grap Conversion 

R 

422 016 

Capital Budqet 

• MIG 

R 45 474 000 

• NDPG 

R 

5 000 000 

Total Grants 

R114 911 476 


EQUITABLE SHARE 

The equitable share of R58 199 460 is allocated as follows: 


DESCRIPTION 

ITEM 

AMOUNT 

Council 

020 

R 7 763 190 

Water 

380 

R 11 776 030 

Electricity 

410 

R 22 444 490 

Sewerage 

420 

R 4 480 640 

Cleansing 

480 

R 7 473 470 

Sanitation 

485 

R 3 274 310 

Institutional 


R 987 330 


Disclosure on Salaries, Allowances and Benefits 


Remuneration package for section 57 managers 


Description 

Municipal 

Manager 

Financial 

services 

manager 

Corporate 

Admin 

Manager 

Technical 

services 

manager 

Community 

Service 

Manager 

Package 

853 860.00 

731 238.00 

731 238.00 

731 238.00 

731 238.00 

TOTAL 

853 860.00 

731 238.00 

731 238.00 

731 238.00 

731 238.00 


REMUNERATION PACKAGES FOR COUNCILLORS 


MAYOR (CHAIRPERSON) FULL-TIME) 


2011/12 

Total remuneration 


582 758 

Salaries 


437 038 

Cellphone allov\/ance 


17 952 

Travelling allowance 


145 690 

Housing allowance 


38 246 
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Total salary per annum 

Benefits 

Pension 15% 

Medical Aid 

Total maximum per annum 


638 104 




65 560 


17 280 


82 840 



SPEAKER (FULL-TIME) 



Total remuneration 

Salaries 

Cellphone allowance 

Travelling allowance 

Housing allowance 

Total salary per annum 


466 205 


349 653 


17 982 


116 551 


38 246 


521 550 

Benefits 

Pension 15% 

Medical Aid 

Total maximum per annum 




52 448 


17 280 


69 728 


EXECUTIVE COMMITTEE (PART-TIME) 


X 3 councilors 

Total remuneration 

Salaries 

Cellphone allowance 

Travelling allowance 

Total salary per annum 

240 387 

721 161 

180 290 

540 870 

11 196 

33 588 

60 097 

180 291 

251 055 

753 165 

Benefits 

Pension 15% 

Medical Aid 



27 043 

81 129 

17 280 

51 840 

Total maximum per annum 

44 323 

132 969 




COUNCILLORS (PART-TIME) 


X 20 councilors 

Remuneration package 

174 826 

3 496 520 

Salaries 

131 120 

2 622 400 

Cellphone allowance 

11 196 

223 20 

Travelling allowance 

43 706 

874 120 

Total salary per annum 

185 494 

3 709 880 

Benefits 



Pension 15% 

19 668 

393 360 

Medical Aid 

17 280 

345 600 

Total maximum per annum 

36 948 

738 960 


Note: Benefits are included in the remuneration package - for all Councillors. 
Cash Flow Management 
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Cash flow management and forecasting is a critical step in determining if the budget is 
funded over the medium-term. The table below is consistent with international standards 
of good financial management practice and also improves understandability for 
councillors and management. Some specific features include: 

• Clear separation of receipts and payments within each cash flow category; 

• Clear separation of capita! and operating receipts from government, which also enables 
cash from „Ratepayers and other" to be provide for as cash inflow based on actual 
performance. In other words the actual collection rate of billed revenue, and 

• Separation of borrowing and loan repayments (no set-off), to assist with MFMA 
compliance assessment regarding the use of long term borrowing (debt). 

Measurable Performance Objectives 

The Information will be submitted to the Mayor by 18 June 2011. 

Disclosure on Implementation of MFMA & Other Legislation 

The promulgation of the Municipal Finance Management Act 56 of 2003) has without 
doubt, enhanced efficiency and control measures to local government in terms of 
budgeting monitoring and accounting of public funds. The MFMA has created has 
created a profound effect on the local government operations that required 
transformation in financial discipline and planning processes. The draft budget 
preparation for 2011/12 has surpassed most of these key requirements. 

The MFMA has created clear standards of operating for local government that complies 
or conforms to the International Standards of reporting. The municipality’s reporting to 
Provincial Treasury has not been fully complied with. The monthiy reports to Provincial 
Treasury have been submitted on time. The quarterly returns have not been submitted 
on time, however in future this will be corrected to comply with legislation. 

In its endeavors to comply with the MFMA, Council has an approved Supply Chain 
Management Policy. The policy was developed as per the guidelines provided by the 
National Treasury, so that it can achieve the prescribed results of regulating the Supply 
Chain Management environment within the municipality. 

The reform agenda set out through the Municipal Finance Management includes new 
Accounting Standards, which includes national standards such as Generally Recognized 
Accounting Practice (GRAP) and Generally Accepted Municipal Accounting Practice 
(GAMAP). The Municipality has not converted to GRAP but will appoint a Service 
Provider before end of June 2011. As a result the Municipality is unable to budget for 
depreciation and face out the contribution for funds as per GRAP standards. 

Contracts having future budgetary implications 

In terms of the Municipality’s Supply Chain Management Policy, no contracts are 
awarded beyond the medium-term revenue and expenditure framework (three years). In 
ensuring adherence to this contractual time frame limitation, all reports submitted to 
either the Bid Evaluation and Adjudication Committees must obtain formal financial 
comments from the Financial Management Division of the Treasury Department. 
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Capital expenditure details 


MIG 

THREE YEAR PROJECT PLAN 



2011/2012 

2012/2013 

2013/2014 


ITEM 

Amount 

Amount 

Amount 







Batlharos water reticulation 
phase 5 



7,310,635.00 


Bankhara-Bodulong outflow 
sewer 

R 2,487,669.30 

R 2,764,077.00 


Maruping - Vergenoeg road 

- 

- 

- 

Batlharos- V ergenoeg 

- 

- 

- 

Kuruman waste water treatment 
(Upgrading of Kuruman sewer 
pump station) 


- 



Mothibistad sewer connection to 
Kuruman 





Magojaneng: Water network 

- 

- 

- 

Water project for Seoding 

RO.00 

RO.00 

- 


Magojaneng and Seoding water 
ext. 


R 4,047,040.00 



Pietbos network Water 

- 

- 

- 

Vergenoeg water feasibility 

- 

- 

- 

Maruping water feasibilty 

R 239,056.34 

- 

- 

Geelboom network Water 

- 

- 

- 

Kagung Water 

- 

R 3,716,492.73 

185,824.64 

Vergenoeg VIP 

- 

- 


Landfill sites 

- 

- 

- 


Highmast lights ward 1-9 

R 5,932,468.69 

R 6,250,000.00 

6,000,000.00 


Mapoteng water supply 

RO.00 

- 

- 


Mapoteng water ext. 

- 

- 

4,529,823.22 


Mothibistad Phase 1 

- 

- 

- 


Mothibistad Phase 2 

R 

R 601,884.62 

- 
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17,408,453.21 




Mothibistad Phase 3 


R 

10,000,000.00 

12,000,000.00 


VIP ward 7 

R 150,000.00 


- 


Ditshoswaneng water supply 

R 2,375,000.00 

125,000.00 

- 


Seven miles 

R 5,647,481.22 

R 404,544.68 

0.00 


Community Hall: Kagung 

R 181,381.13 


- 


Community Hall: Ncweng 

R 181,381.13 


- 


Community Hall: Batlharos 

R 181,381.13 


- 


Vergenoeg water reticulation 

R 4,204,483.18 

R 3,000,000.00 

R 379,183.33 


Maruping bulk water supply 

- 

R 4,000,000.00 

7,000,000.00 


Gantatelang water 

R 87,783.50 




Bankbara-Bodulong water 

- 

- 

8,311,247.00 


upgrading of internal road: 



8,000,000.00 


Upgrading of internal road: 

R 5,150,791.18 

R 4,000,000.00 

20,000.00 


PMU 

R 1,246,670.00 

R 1,400,000.00 

1,600,000.00 


TOTAL VALUE OF 

PROJECTS 

R 

45,474,000.00 

R 

40,309,039.03 

55,336,713.19 


APPROVED MIG 
ALLOCATION 

R 

45,474,000.00 

R 

55,292,000.00 

55,333,000.00 
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